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1-880-427-5463

[LR.A.DOCKET ROOH
May 21, 2004

Chairman Deborah Taylor Tate
Tennessee Regulatory Authornty
460 James Robertson Parkway
Nashville, TN 37243-0505

Re:  Chattanooga Gas Company
Responses to TRA Staff’s Data Requests
Docket No. 04-00034 — Petition of Chattanooga Gas Company for Approval
of Adjustment of its Rates and Charges and Revnsed Tariff

Dear Chairman Tate,

Enclosed please find an original and 13 copies of ChattanoogalGas Company’s responses
to the following data requests 1ssued by the TRA Staff:

Twelfth Set of Data Requests — 137 and 138

If there are any additional questions, I can be reached at 404-584-4263.
Sincerely,

i V\w)\a —

Michael J. Morley
AGL Resources
Rates & Regulatory
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Data Request No. 137

For accounts 671025 (Direct Charge-Incentive Compensation),|671402 (Direct Charge-
OM Project Chargeback), and 671404 (Allocated-Distributed Chargeback) explain the
services included in each account and why the Attrition Period forecast is zero in each
case. Were pro forma adjustments made with regard to the test|period amounts of
$(78,128), $31,356, and $1,760,108 respectively? If the answer is yes, state where these
adjustments can be found. If the answer is no, explain why pro|forma adjustments were
not needed.

Response:

Account 671025 (Direct Charge-Incentive Compensation)

Account #671025 “Dir Charge Incentive Compensation” is used to re-allocate incentive
compensation expense to AGL Resources Inc. (“AGLR”) afﬁllates to more accurately
reflect the estimated amount of service provided by the employees receiving the incentive
based compensation.

Incentive compensation expense is recorded in account #670590 “Bonus” in
department 1429 on the books and records of AGL Services Company (*AGSC”). These
charges are allocated to AGLR affiliates through the allocated a'nd distributed allocation
process using the ratio of full time equivalents method, which allocates costs to AGLR
affiliates with employees. Please refer to TRA Data Request No 131 and CAPD
Discovery Request No. 11 for a more detailed description of AGSC s shared services
allocation process, specifically the allocated and distributed pro'cess.

On a periodic basis, the employees for which AGLR is incurrmg incentive based
compensation expense are analyzed to determine what types of services they provide and
to which AGLR affiliates. This analysis is performed through review of time sheets and
discussions with the employees. Based on this analysis, the cost|allocation is re-
calculated, resulting in an allocation of expenses to affiliates other than just those with
employees, including, but not limited to, AGLR, AGL Caputal Corporatlon Georgia
Natural Gas Company and AGL Propane Services. The re- calculation results in a more
fair and equitable allocation of the costs among all AGLR affiliates based on the
estimated amount of service provided by the employees receivm'g incentive based
compensation.

For budgeting and forecasting purposes, allocations associated with the above incentive
compensation costs are included in account 671417 — Allocated Employee Services.
Therefore, amounts associated with account 671025 are included 1n account 671417 in
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the attrition period. A pro forma adjustment was not made as any adjustment would
simply be a reclass between accounts within the AGSC shared 'services allocation
expense.

671402 - Direct Charge-OM Project Chargeback

Account 671402 — “Direct Charge-OM Project Chargeback” is|used to allocate costs
related to a specific project. These costs are allocated through Joumal entry or the direct
assigned chargeback process. Please refer to TRA Data Request No. 131 and CAPD
Discovery Request No. 11 for a more detailed description of AGSC s shared services
allocation process, specifically the direct assigned chargeback process.

For budgeting and forecasting purposes, allocations associated with these costs are
included in account 671403 — Direct Assigned Chargeback. Therefore, amounts
associated with account 671402 are included in account 671403 in the attrition period. A
pro forma adjustment was not made as any adjustment would 51mply be a reclass between
accounts within the AGSC shared services allocation expense.

671404 — Allocated-Distributed Chargeback

Prior to April 2003, allocated costs associated with the allocated and distributed
chargeback process for each service provider were recorded in z'iccount 671404,
“allocated distributed chargeback.” Please refer to TRA Data Request No. 131 and
CAPD Discovery Request No. 11 for a more detailed descrlptloln of AGSC’s shared
services allocation process, specifically the allocated and distributed process.

Beginning in April 2003, the allocated and distributed expenses by service provider were
recorded in separate accounts (671412-671431) on the general ledger Account 671404 is
no longer used to record shared service allocated costs on the books and records of
AGSC affiliates.

For budgeting and forecasting purposes, allocations associated with the allocated and
distributed chargeback process are also included in accounts 671417 671431. A pro
forma adjustment was not made as any adjustment would 51mply be a reclass between
accounts within the AGSC shared services allocation expense.
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Data Request No. 138

For the following accounts, explain the services included in ea{tch and the reason for the
significant increases in allocated amounts for the Attrition Period allocation. Identify the
allocation drivers and provide calculations for the forecasted amounts.

Actual Forecasted
Account Number | Test Period Amount | Attrition Period Amount Percentage
Increase

671413 7,195.36 10,536.29 46.4%
671415 4,698.81 26,756.45 469.4%
671416 244,373.66 589,255 49 141.1%
671418 33,120.66 171,259.22 417.1%
671419 38,100.63 74,686.77 96.0%
671421 42,941.86 72,177.67 68.1%
671422 207,206.71 498,610 82 140.6%
671423 33,288.22 227,132.94 582.3%
671424 182,307 16 872,673.29 378.7%
671425 15,593 52 44,343.00 184.4%
671427 160,557.96 479,693.58 198.8%
671428 13,049.20 68,417.58 424.3%
671429 42,219.88 164,892.65 290.6%
671430 5,381.12 41,622.67 673.5%

Response:

Please see attached TRA 138-1 for a list of services provided by account. The service
providers and description of services provided is also provided in Chattanooga Gas
Company’s (CGC) supplemental response to TRA Minimum Filing Guideline No. 46,
which was filed April 30, 2004

The primary reason for the significant increases n the above accounts is also discussed in
CGC’s responses to TRA Data Request Nos. 131 and 137. A stated in those responses,
the above accounts were used beginning in April 2003, }eplacmg account 671404.
Therefore, the test period has six months of expense while the attrition period has twelve
months of expense in the above accounts. When comparing actounts 671412-671431 in
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total between the test period and the attrition period, the amount in account 671404 for
the test period should be included.

AGL Resources Inc. and subsidiaries analyze allocated shared service costs from AGL
Services Company (AGSC) by service provider as opposed to: by general ledger account.
Analyzing the shared service costs charged to affiliates by AGSC at the service provider
level provides a better detail of the types of services AGSC provides to its affiliates and
the related costs of providing those services.

Please refer to attached schedule TRA 138-2 for a comparison, by service provider,
between the test period and the attrition period of AGSC shared service allocations to
CGC.

Additionally, schedules TRA 138-3, 138-3-1 and 138-3-2 provide the allocation drivers
and corresponding calculations for the amounts included ir:1 shared service allocation
accounts 671412-671431. Schedule 138-3-1 is marked confidential and is being filed
under seal pursuant to the protective order issued in this docket.
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1. Rates and Regulatory — Account 671430

AGSC assists CGC in the analysis of their rate structures and in the formulation of
rate policies and advises and assists CGC in proceedings before regulatory bodies
involving the rates and operations of CGC and of other competitors where such rates
and operations directly or indirectly affect CGC.

2. Internal Auditing — Account 671425

AGSC conducts periodic audits of administration and accounting processes. Audits
would include examinations of CGC service agreements, accounting systems, source
documents, allocation methods and billings to assure |proper authorization and
accounting for services.

3. External Relations — Account 671421

AGSC maintains relationships with government policy makers, conducts lobbying
activities and provides community relations support.

4. Gas Supply and Capacity Management — Account 671423

AGSC assists CGC in coordinating the management of; their gas supply and in
coordinating gas transmission and storage services to ensure the most efficient use of
services and to capture economies of scale as a larger |purchaser in the market.
Individually, CGC may, however, remain as the contract party under any agreement.

5. Legal Services and Risk Management — Account 671427

AGSC provides various legal services and general legal oversight. In addition,
AGSC provides insurance, claims, security, environmental and safety related
services.

6. Marketing — Account 671428

l
AGSC assists CGC by providing customer service surveys to improve customer
service and efficiency, by providing analysis, implementatio‘n and maintenance of line
extension policies, by providing analysis of tariff rates in response to customer needs
and by developing marketing strategies and programs. Individually, CGC may
maintain independent marketing personnel to handle the day-to-day details of
marketing campaigns.
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7. Financial Services — Account 671422

AGSC provides various services to CGC including corporate tax, treasury, corporate
accounting and reporting, general ledger maintenance and all accounting
recordkeeping, processing certain accounts such as laccounts payable, cash
management, and others as may be deemed necessary, financial planning and rates
and regulatory compliance.

8. Information Systems and Technology — Account 671424

AGSC provides CGC with electronic data processing and telecommunication network
services.

9. Executive — Account 671419

AGSC utilizes the executive staff of AGLR in order to assist CGC in formulating and
executing general plans and policies, including operations,I appointment of executive
personnel, budgets and financing plans, expansion of Services, acquisitions and
dispositions of property, public relationships and other related matters.

10. Investor Relations — Account 671426
AGSC maintains relationships with the financial community, provides shareholder

services, and performs corporate secretarial functions for: the benefit of the AGLR
System as a whole, which includes CGC.

11. Customer Services — Account 671416

AGSC provides billing, mailing, remittance processing,| call center and customer
communication services for customers.

12. Employee Services — Account 671417

AGSC assists CGC in developing employee relations policies and programs, and
training personnel in a coordinated manner. AGSC also| provides payroll services,

management of the employee benefit plans, employee \communications and mail
services.




13. Engineering — Account 671418

AGSC provides engineering services for CGC. These se
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rvices include infrastructure

|

expansion and improvements, corrosion control, right-of-way maintenance and
acquisition, leak surveys, mapping, laboratory, and environmental services.

14. Business Support.
i. Purchasing — Account 671415
AGSC provides procurement services to CGC.

ii. Facilities Management — Account 671412

AGSC provides facilities management services for offices owned or leased by

CGC.
iii. Fleet. — Account 671413

AGSC provides fleet management services for vehicl
and/or AGSC.

iv. Other — Account 671414

es owned or leased by CGC

AGL Services Company provides other services to AGL System companies such

as records management, media & visual services, busi

15. Other — Account 671429

| . .
ness process Inovation.

AGSC provides other services, such as business development, or as requested by

CGC.
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